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the price adjustment shall be a dispute 
under the Disputes clause. 

[63 FR 55040, Oct. 14, 1998, as amended at 67 
FR 49252, July 30, 2002]

215.408 Solicitation provisions and 
contract clauses. 

(1) Use the clause at 252.215–7000, 
Pricing Adjustments, in solicitations 
and contracts that contain the clause 
at— 

(i) FAR 52.215–11, Price Reduction for 
Defective Cost or Pricing Data—Modi-
fications; 

(ii) FAR 52.215–12, Subcontractor 
Cost or Pricing Data; or 

(iii) FAR 52.215–13, Subcontractor 
Cost or Pricing Data—Modifications. 

(2) Use the clause at 252.215–7002, Cost 
Estimating System requirements, in 
all solicitations and contracts to be 
award on the basis of cost or pricing 
data.

215.470 Estimated data prices. 
(a) DoD requires estimates of the 

prices of data in order to evaluate the 
cost to the Government of data items 
in terms of their management, product, 
or engineering value. 

(b) When data are required to be de-
livered under a contract, the solicita-
tion will include DD Form 1423, Con-
tract Data Requirements List. The 
form and the provision included in the 
solicitation request the offeror to state 
what portion of the total price is esti-
mated to be attributable to the produc-
tion or development of the listed data 
for the Government (not to the sale of 
rights in the data). However, offerors’ 
estimated prices may not reflect all 
such costs; and different offerors may 
reflect these costs in a different man-
ner, for the following reasons— 

(1) Differences in business practices 
in competitive situations; 

(2) Differences in accounting systems 
among offerors; 

(3) Use of factors or rates on some 
portions of the data; 

(4) Application of common effort to 
two or more data items; and 

(5) differences in data preparation 
methods among offerors. 

(c) Data price estimates should not 
be used for contract pricing purposes 
without further analysis. 

(d) The contracting officer shall en-
sure that the contract does not include 
a requirement for data that the con-
tractor has delivered or is obligated to 
deliver to the government under an-
other contract or subcontract, and that 
the successful offeror identifies any 
such data required by the solicitation. 
However, where duplicate data are de-
sired, the contract price shall include 
the costs of duplication, but not of 
preparation, of such data.
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Subpart 216.7—Agreements

216.703 Basic ordering agreements.

AUTHORITY: 41 U.S.C. 421 and 48 CFR chap-
ter 1.

SOURCE: 56 FR 36340, July 31, 1991, unless 
otherwise noted.

Subpart 216.1—Selecting Contract 
Types

216.104 Factors in selecting contract 
types. 

(d) Design stability should also be 
considered.

216.104–70 Research and development. 
(a) General. There are several cat-

egories of research and development 
(R&D) contracts: research, exploratory 
development, advanced development, 
engineering development, and oper-
ational systems development (see 
235.001 for definitions). Each category 
has a primary technical or functional 
objective. Different parts of a project 
may fit several categories. The con-
tract type must fit the work required, 
not just the classification of the over-
all program. 

(b) Research and exploratory develop-
ment. (1) Price is not necessarily the 
primary factor in determining the con-
tract type. 

(2) The nature of the work to be per-
formed will usually result in a cost-
plus award fee, cost-plus fixed fee term, 
cost-no-fee, or cost-sharing contract. 

(3) If the Government and the con-
tractor can identify and agree upon the 
level of contractor effort required, the 
contracting officer may select a firm 
fixed-price level-of-effort contract, ex-
cept see 235.006. 

(4) If the Government and the con-
tractor agree that an incentive ar-
rangement is desirable and capable of 
being evaluated after completion of the 
work, the contracting officer may use 
an incentive type contract. 

(c) Advanced development. (1) The na-
ture of the work to be performed often 
results in a cost-plus fixed fee comple-
tion type contract. 

(2) Contracting officers may select 
incentive contracts if— 

(i) Realistic and measurable targets 
are identified; and 

(ii) Achievement of those targets is 
predictable with a reasonable degree of 
accuracy. 

(3) Contracting officers should not 
use contracts with only cost incentives 
where— 

(i) There will be a large number of 
major technical changes; or 

(ii) Actions beyond the control of the 
contractor may influence the contrac-
tor’s achievement of cost targets. 

(d) Engineering development and oper-
ational systems development. (1) When se-
lecting contract types, also consider— 

(i) The degree to which the project is 
clearly defined, which in turn affects 
the contractor’s ability to provide ac-
curate cost estimates; 

(ii) The need for effort that will over-
lap that of earlier stages; 

(iii) The need for firm technical di-
rection by the Government; and 

(iv) The degree of configuration con-
trol the Government will exercise. 

(2) For development efforts, particu-
larly for major defense systems, the 
preferred contract type is cost reim-
bursement. 

(3) Contracting officers should use 
fixed-price type contracts when risk 
has been reduced to the extent that re-
alistic pricing can occur; e.g., when a 
program has reached the final stages of 
development and technical risks are 
minimal, except see 235.006.

Subpart 216.2—Fixed-Price 
Contracts

216.203 Fixed-price contracts with 
economic price adjustment.

216.203–4 Contract clauses. 
(a) Adjustment based on established 

prices-standard supplies. Generally, use 
the clause at FAR 52.216–2, Economic 
Price Adjustment-Standard Supplies, 
only when— 

(i) The total contract price exceeds 
the simplified acquisition threshold; 
and 

(ii) Delivery will not be completed 
within 6 months after the contract 
date. 

(b) Adjustment based on established 
prices-semistandard supplies. Generally, 
use the clause at FAR 52.216–3, Eco-
nomic Price Adjustment-Semistandard 
Supplies, only when— 
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(i) The total contract price exceeds 
the simplified acquisition threshold; 
and 

(ii) Delivery will not be completed 
within 6 months after the contract 
date. 

(c) Adjustments based on actual cost of 
labor or material.

(2) Limit use of the clause at FAR 
52.216–4, Economic Price Adjustment-
Labor and Material, to contracts in 
which the price exceeds $50,000 and the 
period of performance exceeds 6 
months, unless otherwise approved by 
the chief of the contracting office. Use 
an appropriate modification of the 
clause in sealed bidding. 

(4) Apply the full amount of the de-
crease in the labor rates and fringe 
benefits or unit prices for materials. 

(d) Adjustments based on cost indexes of 
labor or material. Use the following 
guidelines— 

(i) Do not make the clause unneces-
sarily complex. 

(ii) Normally, the clause should not 
provide either a ceiling or a floor for 
adjustment unless adjustment is based 
on indices below the four digit level of 
the Bureau of Labor Statistics— 

(A) Producer Price Index; 
(B) Employment Cost Index for wages 

and salaries, benefits, and compensa-
tion costs for aerospace industries; or 

(C) Wage and Income Series by 
Standard Industrial Classification 
(Labor). 

(iii) Normally, the clause should 
cover all potential economic fluctua-
tions within the original contract pe-
riod of performance. 

(iv) The clause must accurately iden-
tify the index(es) upon which adjust-
ments will be based. 

(A) It must provide for a means to 
adjust for appropriate economic fluc-
tuation in the event publication of the 
movement of the designated index is 
discontinued. This might include the 
substitution of another index if the 
time remaining would justify doing so 
and an appropriate index is reasonably 
available, or some other method for re-
pricing the remaining portion of work 
to be performed. 

(B) Normally, there should be no 
need to make an adjustment if com-
putation of the identified index is al-
tered. However, it may be appropriate 

to provide for adjustment of the eco-
nomic fluctuation computations in the 
event there is such a substantial alter-
ation in the method of computing the 
index that the original intent of the 
parties is negated. 

(C) When an index to be used is sub-
ject to revision (e.g., the Bureau of 
Labor Statistics Producer Price In-
dexes), the economic price adjustment 
clause must specify that any economic 
price adjustment will be based on a re-
vised index and must identify which re-
vision to the index will be used. 

(v) Construct the index to encompass 
a large sample of relevant items while 
still bearing a logical relationship to 
the type of contract costs being meas-
ured. The basis of the index should not 
be so large and diverse that it is sig-
nificantly affected by fluctuations not 
relevant to contract performance, but 
it must be broad enough to minimize 
the effect of any single company, in-
cluding the anticipated contractor(s). 

(vi) Construction of an index is large-
ly dependent upon three general series 
published by the U.S. Department of 
Labor, Bureau of Labor Statistics 
(BLS). These are the— 

(A) Industrial Commodities portion 
of the Producer Price Index; 

(B) Employment Cost Index for wages 
and salaries, benefits, and compensa-
tion costs for aerospace industries; and 

(C) Wage and Income Series by 
Standard Industrial Classification 
(Labor). Since there is no BLS pub-
lished series currently available that 
relates directly to total prices of deliv-
ered DoD aircraft, ships, missiles, elec-
tronics, etc., it will be necessary to 
construct composite indices from 
major portions of the three series iden-
tified. 

(vii) Normally, do not use more than 
two indices, i.e., one for labor (direct 
and indirect) and one for material (di-
rect and indirect). 

(viii) The clause must establish and 
properly identify a base period com-
parable to the contract periods for 
which adjustments are to be made as a 
reference point for application of an 
index. 
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(ix) The clause should not provide for 
an adjustment beyond the original con-
tract performance period, including op-
tions. The start date for the adjust-
ment may be the beginning of the con-
tract or a later time, as appropriate, 
based on the projected rate of expendi-
tures. 

(x) The expenditure profile for both 
labor and material should be based on 
a predetermined rate of expenditure 
(expressed as the percentage of mate-
rial or labor usage as it relates to the 
total contract price) in lieu of actual 
cost incurred. 

(A) If the clause is to be used in a 
competitive acquisition, determine the 
labor and material allocations, with re-
gard to both mix of labor and material 
and rate of expenditure by percentage, 
in a manner which will, as nearly as 
possible, approximate the average ex-
penditure profile of all companies to be 
solicited so that all companies may 
compete on an equal basis. 

(B) If the clause is to be used in a 
noncompetitive acquisition, the labor 
and material allocations may be sub-
ject to negotiation and agreement. 

(C) For multiyear contracts, estab-
lish predetermined expenditure profile 
tables for each of the annual incre-
ments in the multiyear buy. Each of 
the second and subsequent year tables 
must be cumulative to reflect the total 
expenditures for all increments funded 
through the latest multiyear funding. 

(xi) The clause should state the per-
centage of the contract price subject to 
price adjustment. 

(A) Normally, do not apply adjust-
ments to the profit portion of the con-
tract. 

(B) Examine the labor and material 
portions of the contract to exclude any 
areas that do not require adjustment. 
For example, it may be possible to ex-
clude— 

(1) Subcontracting for short periods 
of time during the early life of the con-
tract which could be covered by firm-
fixed-priced subcontracting; 

(2) Certain areas of overhead, e.g., de-
preciation charges, prepaid insurance 
costs, rental costs, leases, certain 
taxes, and utility charges; 

(3) Labor costs for which a definitive 
union agreement exists; and 

(4) Those costs not likely to be af-
fected by fluctuation in the economy. 

(C) Allocate that part of the contract 
price subject to adjustment to specific 
periods of time (e.g., quarterly, semi-
annually, etc.) based on the most prob-
able expenditure or commitment basis 
(expenditure profile). 

(xii) The clause should provide for 
definite times or events that trigger 
price adjustments. Adjustments should 
be frequent enough to afford the con-
tractor appropriate economic protec-
tion without creating a burdensome ad-
ministrative effort. The adjustment pe-
riod should normally range from quar-
terly to annually. 

(xiii) When the contract contains 
cost incentives, any sums paid to the 
contractor on account of economic 
price adjustment provisions must be 
subtracted from the total of the con-
tractor’s allowable costs for the pur-
pose of establishing the total costs to 
which the cost incentive provisions 
apply. If the incentive arrangement is 
cited in percentage ranges, rather than 
dollar ranges, above and below target 
costs, structure the economic price ad-
justment clause to maintain the origi-
nal contract incentive range in dollars. 

(xiv) The economic price adjustment 
clause should provide that once the 
labor and material allocations and the 
portion of the contract price subject to 
price adjustment have been estab-
lished, they remain fixed through the 
life of the contract and shall not be 
modified except in the event of signifi-
cant changes in the scope of the con-
tract. The clause should state that 
pricing actions pursuant to the 
Changes clause or other provisions of 
the contract will be priced as though 
there were no provisions for economic 
price adjustment. However, subsequent 
modifications may include a change to 
the delivery schedule or significantly 
change the amount of, or mix of, labor 
or material for the contract. In such 
cases, it may be appropriate to pro-
spectively apply economic price adjust-
ment coverage. This may be accom-
plished by— 

(A) Using an economic price adjust-
ment (EPA) clause that applies only to 
the effort covered by the modification; 
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(B) Revising the baseline data or pe-
riod in the EPA clause for the basic 
contract to include the new work; or 

(C) Using an entirely new EPA clause 
for the entire contract, including the 
new work. 

(xv) Consistent with the factors in 
paragraphs (d)(i) through (xiv) of this 
subsection, it may also be appropriate 
to provide in the prime contract for 
similar economic price adjustment ar-
rangements between the prime con-
tractor and affected subcontractors to 
allocate risks properly and ensure that 
those subcontractors are provided simi-
lar economic protection. 

(xvi) When economic price adjust-
ment clauses are included in contracts 
that do not require submission of cost 
or pricing data as provided for in FAR 
15.403–1, the contracting officer must 
obtain adequate information to estab-
lish the baseline from which adjust-
ments will be made. The contracting 
officer may require verification of the 
data submitted to the extent necessary 
to permit reliance upon the data as a 
reasonable baseline. 

[56 FR 36340, July 31, 1991, as amended at 62 
FR 40472, July 29, 1997; 63 FR 11529, Mar. 9, 
1998; 64 FR 2597, Jan. 15, 1999]

216.203–4–70 Additional clauses. 
(a) Price adjustment for basic steel, alu-

minum, brass, bronze, or copper mill prod-
ucts.

(1) The price adjustment clause at 
252.216–7000, Economic Price Adjust-
ment—Basic Steel, Aluminum, Brass, 
Bronze, or Copper Mill Products, may 
be used in fixed-price supply contracts 
for basic steel, aluminum, brass, 
bronze, or copper mill products, such as 
sheets, plates, and bars, when an estab-
lished catalog or market price exists 
for the particular product being ac-
quired. 

(2) The 10 percent figure in paragraph 
(d)(1) of the clause shall not be exceed-
ed unless approval is obtained at a 
level above the contracting officer. 

(b) Price adjustment for nonstandard 
steel items. (1) The price adjustment 
clause at 252.216–7001, Economic Price 
Adjustment—Nonstandard Steel Items, 
may be used in fixed-price supply con-
tracts when— 

(i) The contractor is a steel producer 
and actually manufacture the standard 

steel mill item referred to in the ‘‘base 
steel index’’ definition of the clause; 
and 

(ii) The items being acquired are non-
standard steel items made wholly or in 
part of standard steel mill items. 

(2) When this clause is included in in-
vitations for bids, omit Note 6 of the 
clause and all references to Note 6. 

(3) Solicitations shall instruct 
offerors to complete all blanks in ac-
cordance with the applicable notes. 

(4) When the clause is to provide for 
adjustment on a basis other than ‘‘es-
tablished price’’ (see Note 6 of the 
clause), that price must be verified. 

(5) The ten percent figure in para-
graph (e)(4) of the clause shall not be 
exceeded unless approval is obtained at 
a level above the contracting officer. 

(c) Price adjustment for wage rates or 
material prices controlled by a foreign 
government. (1) The price adjustment 
clause at 252.216–7003, Economic Price 
Adjustment—Wage Rates or Material 
Prices Controlled by a Foreign Govern-
ment, may be used in fixed-price sup-
ply and service contracts when— 

(i) The contract is to be performed 
wholly or in part in a foreign country; 
and 

(ii) A foreign government controls 
wage rates or material prices and may, 
during contract performance, impose a 
mandatory change in wages or prices of 
material. 

(2) Verify the base wage rates and 
material prices prior to contract award 
and prior to making any adjustment in 
the contract price. 

[56 FR 36340, July 31, 1991, as amended at 62 
FR 34122, June 24, 1997; 62 FR 40472, July 29, 
1997]

Subpart 216.3—Cost-
Reimbursement Contracts

216.306 Cost-plus-fixed-fee contracts. 
(c) Limitations.
(i) Except as provided in paragraph 

(c)(ii) of this section, annual military 
construction appropriations acts pro-
hibit the use of cost-plus-fixed-fee con-
tracts that— 

(A) Are funded by a military con-
struction appropriations act; 

(B) Are estimated to exceed $25,000; 
and 
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(C) Will be performed within the 
United States, except Alaska. 

(ii) The prohibition in paragraph 
(c)(i) of this section does not apply— 

(A) To contracts for environmental 
restoration at an installation that is 
being closed or realigned where pay-
ments are made from a Base Realign-
ment and Closure Account; or 

(B) To contracts specifically ap-
proved in writing, setting forth the 
reasons therefor, in accordance with 
the following: 

(1) The Secretaries of the military 
departments are authorized to approve 
such contracts that are for environ-
mental work only, provided the envi-
ronmental work is not classified as 
construction, as defined by 10 U.S.C. 
2801. 

(2) The Secretary of Defense or des-
ignee must approve such contracts that 
are not for environmental work only or 
are for environmental work classified 
as construction. 

[62 FR 1058, Jan. 8, 1997; 62 FR 1817, Jan. 13, 
1997; 62 FR 49305, Sept. 19, 1997]

Subpart 216.4—Incentive 
Contracts

216.402 Application of predetermined, 
formula-type incentives.

216.402–2 Technical performance in-
centives. 

Contractor performance incentives 
should relate to specific performance 
areas of milestones, such as delivery or 
test schedules, quality controls, main-
tenance requirements, and reliability 
standards.

216.403 Fixed-price incentive con-
tracts. 

(b) Application.
(3) Individual line items may have 

separate incentive provisions; e.g., 
when dissimilar work calls for separate 
formulas.

216.403–2 Fixed-price incentive (suc-
cessive targets) contracts. 

(a) Description. (1)(iii) The formula 
does not apply for the life of the con-
tract. It is used to fix the firm target 
profit for the contract. To provide an 
incentive consistent with the cir-
cumstances, the formula should reflect 

the relative risk involved in estab-
lishing an incentive arrangement 
where cost and pricing information 
were not sufficient to permit the nego-
tiation of firm targets at the outset.

216.404 Fixed-price contracts with 
award fees. 

Award-fee provisions may be used in 
fixed-price contracts as provided in 
216.470

[63 FR 11529, Mar. 9, 1998]

216.405 Cost-reimbursement incentive 
contracts.

216.405–1 Cost-plus-incentive-fee con-
tracts. 

(b) Application.
(3) Give appropriate weight to basic 

acquisition objectives in negotiating 
the range of fee and the fee adjustment 
formula. For example— 

(A) In an initial product development 
contract, it may be appropriate to pro-
vide for relatively small adjustments 
in fee tied to the cost incentive fea-
ture, but provide for significant adjust-
ments if the contractor meets or sur-
passes performance targets. 

(B) In subsequent development and 
test contracts, it may be appropriate 
to negotiate an incentive formula tied 
primarily to the contractor’s success in 
controlling costs. 

[56 FR 36340, July 31, 1991. Redesignated at 63 
FR 11529, Mar. 9, 1998]

216.405–2 Cost-plus-award-fee con-
tracts. 

(a) Description. (i) Normally, award 
fee is not earned when the fee-deter-
mining official has determined that 
contractor performance has been sub-
marginal or unsatisfactory. 

(ii) The basis for all award fee deter-
minations shall be documented in the 
contract file. 

(b) Application. (1) The cost-plus-
award-fee (CPAF) contract is also suit-
able for level of effort contracts where 
mission feasibility is established but 
measurement of achievement must be 
by subjective evaluation rather than 
objective measurement. See Table 16–1, 
Performance Evaluation Criteria, for 
sample performance evaluation criteria 
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and Table 16–2, Contractor Perform-
ance Evaluation Report, for a sample 
evaluation report. 

(2) The contracting activity may— 
(A) Establish a board to— 
(1) Evaluate the contractor’s per-

formance; and 
(2) Determine the amount of the 

award or recommend an amount to the 
contracting officer. 

(B) Afford the contractor an oppor-
tunity to present information on its 
own behalf. 

(c) Limitations. The CPAF contract 
shall not be used— 

(i) To avoid— 
(A) Establishing CPFF contracts 

when the criteria for CPFF contracts 
apply, or 

(B) Developing objective targets so a 
CPIF contract can be used. 

(ii) For either engineering develop-
ment or operational system develop-
ment acquisitions which have speci-
fications suitable for simultaneous re-
search and development and produc-
tion, except a CPAF contract may be 
used for individual engineering devel-
opment or operational system develop-
ment acquisitions ancillary to the de-
velopment of a major weapon system 
or equipment, where— 

(A) It is more advantageous; and 
(B) The purpose of the acquisition is 

clearly to determine or solve specific 
problems associated with the major 
weapon system or equipment. 

(2)(A) Do not apply the weighted 
guidelines method to CPAF contracts 
for either the base (fixed) fee or the 
award fee. 

(B) The base fee shall not exceed 
three percent of the estimated cost of 
the contract exclusive of the fee. 

[56 FR 36340, July 31, 1991. Redesignated at 63 
FR 11529, Mar. 9, 1998]

216.470 Other applications of award 
fees. 

The ‘‘award amount’’ portion of the 
fee may be used in other types of con-
tracts under the following conditions— 

(1) The Government wishes to moti-
vate and reward a contractor for man-
agement performance in areas which 
cannot be measured objectively and 
where normal incentive provisions can-
not be used. For example, logistics sup-
port, quality, timeliness, ingenuity, 
and cost effectiveness are areas under 
the control of management which may 
be susceptible only to subjective meas-
urement and evaluation. 

(2) The ‘‘base fee’’ (fixed amount por-
tion) is not used. 

(3) The chief of the contracting office 
approves the use of the ‘‘award 
amount.’’

(4) An award review board and proce-
dures are established for conduct of the 
evaluation. 

(5) The administrative costs of eval-
uation do not exceed the expected ben-
efits.

TABLE 16–1—PERFORMANCE EVALUATION CRITERIA 

Submarginal Marginal Good Very good Excellent 

A—Time of De-
livery.

(A–1) Adherence to 
plan schedule.

Consistently 
late on 20% 
of plans.

Late on 10% 
plans w/o 
prior agree-
ment.

Occasional 
plan late w/o 
justification.

Meets plan 
schedule.

Delivers all 
plans on 
schedule & 
meets prod. 
change re-
quirements 
on schedule. 

(A–2) Action on 
Anticipated 
delays.

Does not ex-
pose 
changes or 
resolve them 
as soon as 
recognized.

Exposes 
changes but 
is dilatory in 
resolution on 
plans.

Anticipates 
changes, ad-
vise Shipyard 
but misses 
completion of 
design plans 
10%.

Keeps Yard 
posted on 
delays, re-
solves inde-
pendently on 
plans.

Anticipates in 
good time, 
advises Ship-
yard, re-
solves inde-
pendently 
and meets 
production 
schedule. 
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TABLE 16–1—PERFORMANCE EVALUATION CRITERIA—Continued

Submarginal Marginal Good Very good Excellent 

(A–3) Plan Mainte-
nance.

Does not com-
plete inter-
related sys-
tems studies 
concurrently.

System studies 
completed 
but constr. 
plan changes 
delayed.

Major work 
plans coordi-
nated in time 
to meet pro-
duction 
schedules.

Design 
changes 
from studies 
and inter-
related plans 
issued in 
time to meet 
product 
schedules.

Design 
changes, 
studies re-
solved and 
test data 
issued ahead 
of production 
require-
ments. 

B—Quality of 
Work.

(B–1) Work Ap-
pearance.

25% dwgs. not 
compatible 
with Shipyard 
repro. proc-
esses and 
use.

20% not com-
patible with 
Shipyard 
repro. proc-
esses and 
use.

10% not com-
patible with 
Shipyard 
repro. proc-
esses and 
use.

0% dwgs. pre-
pared by 
Des. agent 
not compat-
ible with 
Shipyard 
repro. proc-
esses and 
use.

0% dwgs. pre-
sented incl. 
Des. agent, 
vendors, 
subcontr. not 
compatible 
with Shipyard 
repro. proc-
esses and 
use. 

(B–2) Thorough-
ness and Accu-
racy of Work.

Is brief on 
plans tending 
to leave 
questionable 
situations for 
Shipyard to 
resolve.

Has followed 
guidance, 
type and 
standard 
dwgs.

Has followed 
guidance, 
type and 
standard 
dwgs. ques-
tioning and 
resolving 
doubtful 
areas.

Work complete 
with notes 
and thorough 
explanations 
for antici-
pated ques-
tionable 
areas.

Work of highest 
caliber incor-
porating all 
pertinent 
data required 
including re-
lated activi-
ties. 

(B–3) Engineering 
Competence.

Tendency to 
follow past 
practice with 
no variation 
to meet 
reqmts. job 
in hand.

Adequate 
engrg. to use 
& adapt ex-
isting de-
signs to suit 
job on hand 
for routine 
work.

Engineered to 
satisfy 
specs., guid-
ance plans 
and material 
provided.

Displays excel-
lent knowl-
edge of 
constr. 
reqmts. con-
sidering sys-
tems aspect, 
cost, shop 
capabilities 
and procure-
ment prob-
lems.

Exceptional 
knowledge of 
Naval 
shipwork & 
adaptability 
to work proc-
ess incor-
porating 
knowledge of 
future plan-
ning in De-
sign. 

(B–4) Liaison Ef-
fectiveness.

Indifferent to 
requirements 
of associated 
activities, re-
lated sys-
tems, and 
Shipyard ad-
vice.

Satisfactory but 
dependent 
on Shipyard 
to force reso-
lution of 
problems 
without con-
structive rec-
ommenda-
tions to 
subcontr. or 
vendors.

Maintains nor-
mal contact 
with associ-
ated activi-
ties depend-
ing on Ship-
yard for 
problems re-
quiring mili-
tary resolu-
tion.

Maintains inde-
pendent con-
tact with all 
associated 
activities, 
keeping them 
informed to 
produce 
compatible 
design with 
little assist-
ance for 
Yard.

Maintains ex-
pert contact, 
keeping Yard 
informed, ob-
taining info 
from equip., 
supplies  
w/o prompt-
ing by Ship-
yard. 

(B–5) Independ-
ence and Initia-
tive.

Constant sur-
veillance 
req’d to keep 
job from slip-
ping—assign 
to low priority 
to satisfy 
needs.

Requires occa-
sional prod-
ding to stay 
on schedule 
& expects 
Shipyard res-
olution of 
most prob-
lems.

Normal interest 
and desire to 
provide work-
able plans 
with average 
assistance & 
direction by 
Shipyard.

Complete & ac-
curate job. 
Free of in-
compatibili-
ties with little 
or no direc-
tion by Ship-
yard.

Develops com-
plete and ac-
curate plans, 
seeks out 
problem 
areas and re-
solves with 
assoc. act. 
ahead of 
schedule. 

C—Effective-
ness in Con-
trolling and/or 
Reducing 
Costs.

(C–1) Utilization of 
Personnel.

Planning of 
work left to 
designers on 
drafting 
boards.

Supervision 
sets & re-
views goals 
for designers.

System plan-
ning by su-
pervisory, 
personnel, 
studies 
checked by 
engineers.

Design param-
eters estab-
lished by 
system engi-
neers & held 
in design 
plans.

Mods. to de-
sign plans 
limited to 
less than 5% 
as result lack 
engrg. sys-
tem correla-
tion. 
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TABLE 16–1—PERFORMANCE EVALUATION CRITERIA—Continued

Submarginal Marginal Good Very good Excellent 

(C–2) Control Di-
rect Charges 
(Except Labor).

Expenditures 
not controlled 
for services.

Expenditures 
reviewed oc-
casionally by 
supervision.

Direct charges 
set & ac-
counted for 
on each work 
package.

Provides serv-
ices as part 
of normal de-
sign function w/o extra charges
w/o extra 
charges.

No cost over-
runs on origi-
nal estimates 
absorbs 
service de-
mands by 
Shipyard. 

(C–3) Performance 
to Cost Estimate.

Does not meet 
cost estimate 
for original 
work or 
changes 
30% time.

Does not meet 
cost estimate 
for original 
work or 
changes 
20% time.

Exceeds origi-
nal est. on 
change or-
ders 10% 
time and 
meets origi-
nal design 
costs.

Exceeds origi-
nal est. on 
change or-
ders 5% time.

Never exceeds 
estimates of 
original pack-
age or 
change or-
ders. 
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TABLE 16–2.—CONTRACTOR PERFORMANCE EVALUATION REPORT 

Category Criteria Rating Item factor Evaluation rat-
ing 

Category 
factor 

Efficiency rat-
ing 

A TIME OF DELIVERY.
A–1 Adherence to Plan Schedule ............................................................... lll × .40 = lll

A–2 Action on Anticipated Delays ............................................................... lll × .30 = lll

A–3 Plan Maintenance ................................................................................. lll × .30 = lll

Total Item Weighed Rating ................................................................... .... .................... .... lll × .30 = lll

B QUALITY OF WORK.
B–1 Work Appearance ................................................................................. lll × .15 = lll

B–2 Thoroughness and Accuracy of Work .................................................. lll × .30 = lll

B–3 Engineering Competence ..................................................................... lll × .20 = lll

B–4 Liaison Effectiveness ............................................................................ lll × .15 = lll

B–5 Independence and Initiative ................................................................. lll × .20 = lll

Total Item Weighed Rating ................................................................... .... .................... .... lll × .40 = lll

C EFFECTIVENESS IN CONTROLLING AND/OR REDUCING COSTS.
C–1 Utilization of Personnel ........................................................................ lll × .30 = lll

C–2 Control of all Direct Charges Other than Labor ................................... lll × .30 = lll

C–3 Performance to Cost Estimate ............................................................. lll × .40 = lll

Total Item Weighed Rating ................................................................... .... .................... .... lll × .30 = lll

TOTAL WEIGHED RATING: 
Rated by: 
Signature(s):¥¥s0

Ratings—Excellent; Very good; Good; Marginal; Submarginal; 
Period of 19
Contract Number 
Contractor 
Date of Report 
PNS Techical Monitor/s 
Note: Provide supporting data and/or justification for below average or outstanding item ratings. 
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Subpart 216.5—Indefinite-Delivery 
Contracts

216.501 General. 
(a)(i) For items with a shelf-life of 

less than 6 months, consider the use of 
indefinite-delivery type contracts with 
orders to be placed either— 

(A) Directly by the users; or 
(B) By central purchasing offices 

with deliveries direct to users. 
(ii) Whenever an indefinite-delivery 

contract is issued, the issuing office 
must furnish all ordering offices suffi-
cient information for the ordering of-
fice to complete its contract reporting 
responsibilities under 204.670–2. This 
data must be furnished to the ordering 
activity in sufficient time for the ac-
tivity to prepare its report for the ac-
tion within 3 working days of the 
order. 

[56 FR 36340, July 31, 1991, as amended at 57 
FR 42630, Sept. 15, 1992; 63 FR 11529, Mar. 9, 
1998]

216.505 Ordering. 
Orders placed under indefinite-deliv-

ery contracts may be issued on DD 
Form 1155, Order for Supplies or Serv-
ices. 

[63 FR 11529, Mar. 9, 1998]

216.506 Solicitation provisions and 
contract clauses. 

(d) If the contract is for the prepara-
tion of personal property for shipment 
or storage (see 247.271–4), substitute 
paragraph (f) at 252.247–7015, Require-
ments, for paragraph (f) of the clause 
at FAR 52.216–21, Requirements. 

[63 FR 11529, Mar. 9, 1998]

Subpart 216.6—Time-And-Mate-
rials, Labor-Hour, and Letter 
Contracts

216.603 Letter contracts.

216.603–3 Limitations. 
See subpart 217.74 for additional limi-

tations on the use of letter contracts.

216.603–4 Contract clauses. 
(b)(2) See 217.7406(a) for additional 

guidance regarding use of the clause at 

FAR 52.216–24, Limitation of Govern-
ment Liability. 

(3) Use the clause at 252.217–7027, Con-
tract Definitization, in accordance 
with its prescription at 217.7406(b), in-
stead of the clause at FAR 52.216–25, 
Contract Definitization. 

[61 FR 7743, Feb. 29, 1996]

Subpart 216.7—Agreements

216.703 Basic ordering agreements. 

(c) Limitations. The period during 
which orders may be placed against a 
basic ordering agreement may not ex-
ceed three years. The contracting offi-
cer, with the approval of the chief of 
the contracting office, may grant ex-
tensions for up to two years. No single 
extension shall exceed one year. See 
subpart 217.74 for additional limita-
tions on the use of undefinitized orders 
under basic ordering agreements. 

(d) Orders. (i) The contracting officer 
issuing an order under a basic ordering 
agreement shall be responsible for en-
suring compliance with the provisions 
and limitations of this section. 

(ii) Individual orders under a basic 
ordering agreement shall be individ-
ually closed following completion of 
the orders (see FAR 4.804). 

(1)(iii) The office issuing the agree-
ment shall furnish all authorized order-
ing offices sufficient information for 
the ordering office to complete its con-
tract reporting responsibilities under 
204.670–2 or, in the case of civilian 
agencies, the Federal Procurement 
Data System reporting requirement. 
Data furnished to civilian agencies 
must contain uncoded information 
about the data elements and the mean-
ings of the codes to permit these users 
to translate the data into the federal 
format. This data must be furnished to 
the ordering activity in sufficient time 
for the activity to prepare its report 
for the action within 3 working days of 
the order. 

(2)(i) Any activity listed in the agree-
ment may issue orders on DD Form 
1155, Order for Supplies or Services, or 
Standard Form 26, Award/Contract. 
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(3) Incentive provisions consistent 
with this part are permitted. 

[56 FR 36340, July 31, 1991, as amended at 61 
FR 7743, Feb. 29, 1996; 61 FR 18195, Apr. 24, 
1996]

PART 217—SPECIAL CONTRACTING 
METHODS

Subpart 217.1—Multiyear Contracting

Sec.
217.103 Definitions. 
217.170 General. 
217.171 Multiyear contracts for services. 
217.172 Multiyear contracts for supplies. 
217.173 Multiyear contracts for weapon sys-

tems. 
217.174 Mulityear contracts that employ 

economic order quantity procurement.

Subpart 217.2—Options

217.202 Use of options. 
217.208 Solicitation provisions and contract 

clauses. 
217.208–70 Additional clauses.

Subpart 217.4—Leader Company 
Contracting

217.401 General.

Subpart 217.5—Interagency Acquisitions 
Under the Economy Act

217.500 Scope of subpart. 
217.503 Determinations and findings require-

ments. 
217.504 Ordering procedures.

Subpart 217.6—Management and 
Operating Contracts

217.600 Scope of subpart.

Subpart 217.70—Exchange of Personal 
Property

217.7000 Scope of subpart. 
217.7001 Definitions. 
217.7002 Policy. 
217.7003 Purchase request. 
217.7004 Solicitation and award. 
217.7005 Solicitation provision.

Subpart 217.71—Master Agreement for 
Repair and Alteration of Vessels

217.7100 Scope of subpart. 
217.7101 Definitions. 
217.7102 General. 
217.7103 Procedures. 
217.7103–1 Content and format. 
217.7103–2 Period of agreement. 
217.7103–3 Solicitations for job orders. 

217.7103–4 Award of a job order. 
217.7103–5 Emergency work. 
217.7103–6 Repair costs not readily ascer-

tainable. 
217.7103–7 Modification of master agree-

ments. 
217.7104 Contract clauses.

Subpart 217.72—Bakery and Dairy 
Products

217.7200 Scope. 
217.7201 Contract requirements for dairy 

products. 
217.7202 Contract type. 
217.7203 Contract clauses.

Subpart 217.73—Identification of Sources 
of Supply

217.7300 Scope. 
217.7301 Policy. 
217.7302 Procedures. 
217.7303 Solicitation provision.

Subpart 217.74—Undefinitized Contract 
Actions

217.7400 Scope. 
217.7401 Definitions. 
217.7402 Exceptions. 
217.7403 Policy. 
217.7404 Limitations. 
217.7404–1 Authorization. 
217.7404–2 Price ceiling. 
217.7404–3 Definitization schedule. 
217.7404–4 Limitations on obligations. 
217.7404–5 Exceptions. 
217.7404–6 Allowable profit. 
217.7405 Definitizations. 
217.7406 Contract clauses.

Subpart 217.75—Acquisition of 
Replenishment Parts

217.7500 Scope of subpart. 
217.7501 General. 
217.7502 Spares acquisition integrated with 

production (SAIP). 
217.7503 Acquisition of parts when data is 

not available. 
217.7504 Limitations on price increases.

Subpart 217.76—Contracts with 
Provisioning Requirements

217.7600 Scope of subpart. 
217.7601 Definitions. 
217.7602 Contracting requirements. 
217.7602–1 Contractual provisions. 
217.7602–2 Issuance of provisioned items or-

ders. 
217.7603 Contract administration require-

ments. 
217.7603–1 Provisioning conferences. 
217.7603–2 Contract administration office 

monitoring. 
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